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EDITORIAL’ DEPARTMENT NOTE 


The methods of accounting for transactions between the various 
units of a multi-unit business have developed as this ty vgs of busi- 
ness organization has become more prominent. The elopment 
of central sales offices with district or regional offices reporting to 
them, the growth of companies operating several plants located in 
different parts of the country, the increased use of the holding com- 
pany form of organization have all helped to emphasize inter-unit 

“e accounting and provide opportunities for its improvement. 

In our first article we have a description of some of the ways in 
which one of our largest industrial corporations has developed and im- 
proved its accounting for inter-unit transaction. The author of this arti- 
cle is Roscoe Seybold, Vice President and Controller of the Westing- , 
house Electric & Manufacturing Co. Graduating from Purdue Uni- 
versity in Electrical Engineering in 1907, Mr. Seybold entered Westing- 
house as an apprentice and worked successively in the shop, engineering 
and sales departments. In 1926 he was appointed Assistant to the Vice 
President and General Manager, in 1929 made Assistant to the Presi- 
dent, in 1931 elected Controller and in 1934 promoted to his present 
position of Vice President and Controller. Mr. Seybold has been 
active in the affairs of our Pittsburgh Chapter, having served as 
Chapter President in 1933-34. 

The advent of Treasury Decision 4422 last year found many busi- 
ness concerns without sufficient information regarding plant and 
equipment to substantiate depreciation claims under the new rules. 
Realizing the ey of plant equipment forms and the impetus 
to their use which was likely to develop out of T. D. 4422 our Nat- 
ional Director in Charge of Standardization began a study of such 
forms. A report of his findings with several sample forms is pub- 
lished as the second article in this issue of the bulletin. 

Mervyn B. Walsh began his business career in the engineering de- 
partment of Western Electric Co., from which he entered the public 
practice of accounting. He left the public field to become associated 
with Thomas A. Edison, Inc., but after five years in this connection 
he returned to public practice with the formation of his own firm, 
Walsh & Co., of Detroit, Mich. In 1922 he founded in Detroit the 
Walsh Institute of Accountancy. Mr. Walsh has been most active in 
Association affairs having been a member of the National Board 
since 1931. He is now serving his second term as Director in Charge 
of Standardization. 
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SOME ASPECTS OF INTER-UNIT ACCOUNTING 
METHODS 


By Roscoe Seybold, Vice President and Controller, 
Westinghouse Electric & Manufacturing Co., Pittsburgh, Pa. 


| he DISCUSSING the subject of inter-unit accounting methods, 

I want to deal with the methods actually in use and results ac- 
complished by a large corporation and which might apply at least 
in part between the various units of any large corporation. In 
using the word “unit,” I intend that it shall cover not only methods 
and practices between affiliated companies, but apply also to inter- 
plant, inter-office, and inter-departmental transactions. 

Obviously, no two companies and, generally, no two units of the 
same company carry on all their operations in identically the same 
manner. There are, however, certain fundamentals which can be 
applied to these detail operations and which can be sufficiently 
standardized to promote efficient and satisfactory operations. It 
is some of these fundamentals and some of these detail methods 
and practices which I propose to discuss. 

The methods and practices I shall describe are those being 
followed by the Westinghouse Electric & Manufacturing Co. be- 
tween its various manufacturing plants and field offices, or between 
these units and its affiliated companies. 

In any accounting operation one must at all times keep in mind 
that as accountants two major responsibilities must be met: (a) 
responsibility to stockholders, directors and executives for proper 
bookkeeping of the company’s affairs, this being the basis for a 
correct balance sheet and profit and loss statement; and (b) the 
responsibility to operating officers in presenting operating results 
in such a way as to be of maximum assistance to these officers in 
their control of expenditures and their improvement of operations. 
One- must always have in mind that a manufacturing company is 
in the business to design, manufacture, and sell its products at a 
profit that will enable the payment of dividends to the stockholders ; 
therefore, the accounting for all operations and expenditures must 
support these activities. The tail should not wag the dog. 

The specific procedures selected for this discussion are not the 
product of one man or of one system. They are the developments 
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of the operating staff, supplemented from time to time by the 
work and able advice of industrial engineers, public accountants, 
and specialists on various phases of office management. 

For a better understanding of the procedures and their applica- 
tion you should know something of the corporate and operating 
structure of the Westinghouse Electric & Manufacturing Co. It 
consists of a parent company, affiliated manufacturing companies 
and affiliated distributing companies. The parent company con- 
sists of a number of manufacturing plants, distantly located from 
each other, and major sales offices located throughout the United 
States. The accounting structure consists of the central head- 
quarters organization with practically complete units at each of the 
manufacturing affiliates, each distributing affiliate, each manufac- 
turing unit, and each sales unit. In general, the products of the 
parent company and each manufacturing affiliate are marketed di- 
rectly to consumers or distributors, so that there are no regular 
inter-manufacturing unit sales, except in those cases where one 
of the units requires for an assembly the product of another unit. 
This procedure, you will observe, is quite different from those of 
the larger steel companies or oil companies where the output of 
the affiliate company is marketed largely at a profit to another com- 
pany within the group. 

I have selected the following four fundamentals as typical of 
those which should be observed in planning accounting procedures 
and the keeping of records: 

1. Uniform interpretation and recording of like items. 
2. Fast and controlled transmission of documents. 

3. Limitation of the handling of detail documents. 

4. Scheduling detail accounting operations. 


Uniform Interpretation and Recording of Like Items 
The first step in this direction is the adoption of a well planned 

“Manual of Accounting” which is constructed in four major 
parts— 

Part 1—Accounting department organization. 

Part 2—Classification and definitions of accounts. 

Part 3—Accounting procedure. 

Part 4—Accounting and treasury statements and reports. 
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Part 1, accounting department organization, is an up-to-date 
functional and personnel chart of the accounting department or- 
ganization. 

Part 2, classification and definitions of accounts, is made up of 
lists and definitions of the complete chart of accounts, giving the 
account number, name of the account, with definitions and descrip- 
tions of the classes of transactions from which an entry can be made 
to that account. 

Part 3, accounting procedure, is sub-divided into ninety sections, 
each section having one or more sub-divisions. As examples— 
The section for records and documents is composed of three divi- 
sions: (a) one listing and explaining the identifying number series 
for each kind of document; (b) one telling how each kind of docu- 
ment shall be filed; and (c) one giving the length of time each 
kind of document shall be retained in the files before it can be 
destroyed. Another example—That section which deals with plant 
and property accounts is composed of five sub-divisions, each ex- 
plaining how the records shall be maintained and what reports 
shall be issued with reference to: 


(a) Land 

(b) Buildings and structures 

(c) Machinery, tools and fixtures and transportation equip- 
ment 

(d) Automobiles and trucks 

(e) Construction in progress. 


Another section, dealing with invoices from suppliers, is com- 
posed of four divisions, covering the operation of 


(a) Recording and approving 
(b) Corrections 
(c) Vouchering 
(d) Distribution to accounts. 


This manual consists of approximately 350 pages of printed in- 
structions, set forth in such detail as to constitute definite instruc- 
tions to all accounting units as to the records that are to be 
maintained, how they are to be maintained, reports or statements 
that are to be made, and the dates on which such reports or state- 
ments are due. 
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In many cases, in order to have the manual instructions complete 
and clear, these instructions cover the routine to be followed in 
departments other than the accounting department. In such cases 
the manual instructions cover the complete company operations. 
Where one or more departments are involved, approval of all inter- 
ested departments is secured before manual instructions are issued. 

The manual is recognized and accepted by the entire organiza- 
tion as definite instructions that must be followed. It enables an 
accounting representative at an outlying works or office to ex- 
plain to the operating people why certain procedure and records 
are necessary and thereby secures full cooperation. Another way 
of putting this—while the local accounting representative is ex- 
pected to exercise judgment in applying the manual instructions, 
the manual assists in avoiding personal criticism and friction be- 
tween the local operating supervisors and the accountant, and in- 
sures that any serious complaint or difference of opinion will be 
cleared through the headquarters office. 


Fast and Controlled Transmission of Documents 


Under this heading I refer to the handling between units of the 
following classes of documents: 

Suppliers’ invoices 

Charge and credit documents covering— 
Shipments between plants and districts 
Deliveries between departments 
Services rendered by one plant, department or district 

for another 

Advice of fixed or prorated charges 
Advice of expense distributions. 


One of the first problems in an operation of this kind is that 
of providing a simple, yet positive, method whereby the documents 
created in any one unit can be assured of delivery to the unit 
for which they are intended. Past procedures required that each 
of these various units transmit accounting documents back and 
forth directly between the units interested; i.e., unit No. 1 might 
have some kind of accounting transaction with each of the other 
twenty units. Thus the problem arises of reconciling at some 
central point the reports from the issuing unit with the reports of 
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the receiving unit, and, almost without exception, delays and fail- 
ures occurred due to mail not being delivered promptly. To in- 
sure prompt monthly closing it was necessary to provide special 
deferred accounts, as the accounting documents did not always 
reach their destination in time to be included in that unit’s report 
to headquarters, or perhaps did not reach there at all. 


Difficulties such as these led to the development of a procedure 
involving a principle used by the banks—that of a “Central Clear- 
ing House.” The clearing house was established at the head- 
quarters office. The plan requires that each unit send to the cen- 
tral clearing house all documents created by it and involving other 
units and headquarters. Whether these documents result in a 
debit or credit to the local units they must be sent in frequent in- 
stallments, and always covered by what may be termed a “face 
sheet.” This face sheet is simply a list showing the identifying 
number of each document and the amount of the net debit or credit 
on each document and a total of the amount of all the documents 
covered by the face sheet. These face sheets are usually made on 
an adding machine on which reference and amounts can be listed 
simultaneously. Under this plan each unit establishes a total for 
each lot of documents released, and this total thereafter is the basis 
of reconciliation between the issuing point and central clearing 
house at headquarters at the end of each month. 


To insure satisfactory operation of the plan it was necessary 
to set up an account termed “Clearing Account” for each unit, 
into which there is charged the totals of all face sheets originating 
in the central clearing house and credited the totals of the 
face sheets originating in the unit itself. The detailed ac- 
counting documents attached to any one face sheet may involve 
ultimate entries to any one of the various classes of accounts, such 
as inventory, expense, fixed assets, etc. All of the items are listed 
on one face sheet and the reconcilation between the various unit 
records and headquarters is by use of the face sheet totals. 


In addition to the clearing or control account for each unit, the 
central clearing house is assigned a similar account which is 
charged with the totals shown on all face sheets sent to it; and 
this account must be cleared by credits as the documents are for- 
warded on to their ultimate destination by the clearing house, the 
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destination clearing or control accounts at the same time being 
charged. 

Each day the central clearing house re-sorts all the individual 
documents received that day to the unit location to which they 
are to be mailed and establishes a new series of face sheets, one 
face sheet for each unit to which documents are being mailed that 
day. The total of these face sheets must, of course, agree with all 
the totals on the face sheets received by the clearing house that 
day and used in the re-distribution. From this explanation it will 
be seen that each unit has only one source from which it receives 
any kind of inter-unit accounting documents and that the reconcilia- 
tion between that unit and headquarters is limited to the totals on 
the detailed face sheets. In other words, while Unit No. 1 might 
during any one month receive 5,000 documents, the reconciliation 
with headquarters is limited to a reconciliation of the face sheet 
totals for that month only. 

No plan is without its objectionable features, and this plan has 
some. The manufacturing plant at East Springfield, Massachu- 
setts, may originate an accounting document which is to be entered 
finally on the records of the accounting unit in the Boston sales 
office. The clearing house plan requires sending this document 
to headquarters and from there to Boston—an apparent delay. 
In practice, however, the establishment of the central clearing house 
has saved much expense and has materially reduced the average 
time of delivery from the originating to the ultimate unit. One 
of the elements that contributes to the saving of time is that 
under the clearing house plan each unit sends out its documents 
daily, whereas without this plan there is a tendency to wait until 
there is an accumulation of a reasonable number of documents 
before mailing them to other units. In developing this plan it 
was found necessary to set up a time schedule on the basis of the 
arrival time in the unit ultimately recording the documents and 
not the mailing time by the issuing point. 

Another very definite advantage in having all such documents 
cleared through the clearing house at headquarters is that it per- 
mits the proper entry being made on the general ledger, even 
though for some reason it cannot be delievered to the receiving 
unit before their regular closing. Let us assume Unit No. 1 
sends out its last face sheet for the month but for some reason it is 
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delayed in reaching the central clearing house beyond the last mail- 
ing time from the clearing house to the receiving unit, so that there 
is not time for the latter to include it in their final closing for the 
month. Having the detailed documents at headquarters, any en- 
tries necessary for the proper closing of the general books for that 
month can readily be made. 


While in the preceding explanation I have used the phrase, “all 
accounting documents,” there is one class of accounting document 
which does not come within this particular plan ; i.e., invoices issued 
against customers and invoices between the parent and subsidiary 
companies or between two or more of the subsidiary companies, 
where the invoice is treated as an accounts receivable item on the 
books of the issuing company. Even in this instance, the face 
sheet plan is followed, but the original copy of the face sheet with 
a copy of each invoice listed thereon is sent direct to the accounts 
receivable section of the accounting department. Here, also, the 
reconciliation between the details created at the issuing point 
and the detail entries posted on the accounts receivable ledgers at 
headquarters is by the face sheet totals. 


Limitation of the Handling of Detail Documents 


A study of the handling of detail documents showed that with 
the decentralization of certain operations and the centralization of 
others, economy and simplification of operations could be obtained. 


An example of centralization which has proved very satisfac- 
tory and economical is a new plan for handling accounts receivable 
records. The discarded procedure required a statement each month 
for each customer prepared in sets of the original and three carbon 
copies. The original was mailed to the customer. One copy was 
sent to the district office, from which point credit had been ap- 
proved and where the responsibility for collection had been placed ; 
the second copy was sent to the headquarters office of the treasury 
and credit department, where there was a staff of correspondents 
whose duties were to generally supervise credit and collection 
records and assist in collecting where such assistance was neces- 
sary or desirable ; and the third copy was retained as an accounts 
receivable ledger and accounting department record. Under this 
plan of operation it was necessary that the collection correspondent 
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have at all times an up-to-date record showing the condition of 
each customer’s account; and, as all checks were cleared through 
the collection department, it was the practice of the correspondents 
to make such notes on their copy of the customer’s statement as 
would enable them to have accurate records and follow the accounts 
intelligently. Also, it was necessary that the accounting depart- 
ment records be maintained with the utmost degree of accuracy, 
which resulted in a partial duplication of effort in handling the de- 
tails of remittances, credits and most of the documents involved in 
keeping the accounts receivable records. 

A study of these records showed that a majority of customers’ 
remittances are in payment of individual invoice amounts and not 
the monthly statement total. The study further showed that most 
of the items were paid without any particular follow-up or indi- 
vidual collection effort. This prompted a change in procedure, 
making the headquarters collection department directly responsible 
for the collection of all accounts and only calling upon the district 
representatives in such cases as required personal contact. A 
further study showed that a very appreciable savings could be 
made by so posting and locating the accounting department records 
(the company official records) that those records would be avail- 
able for use by the collection correspondents. Since, as above 
stated, most customers were paying individual invoices and not 
accounts receivable statement balances, the procedure was further 
modified to eliminate monthly statements to each customer, the 
customer, of course, being advised of the change and given the 
opportunity to request a statement if needed for his accounting 
purposes. While a few customers replied to the effect that they 
required statements for accounting purposes, the net result was 
a reduction of approximately ninety-eight per cent in the number 
of statements issued per month—a saving in mailing expense and 
one step nearer the ultimate goal of having only one record to be 
used by both the accounting and treasury units. 

The net step in the plan was to design a ledger sheet which 
could be posted rapidly and still allow the collection correspondent 
to obtain all the information necessary. This was followed by 
actually consolidating the accounts receivable unit and the treasury 
unit into one clerical group, but retaining a definite division of re- 
sponsibility. 
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Under this plan a practical method, by which the district credit 
and treasury representatives could be informed as to the condition 
of the customers’ accounts located in their territories, had to be 
evolved. This was accomplished by issuing monthly a complete 
list of the customers within the respective territories, showing cur- 
rent balances, the total of items thirty days old, the total of items 
sixty days old, the total of items ninety days old, and the total 
of all items over ninety days old. While upon first thought the 
preparation of this analysis statement might seem to be a large 
clerical job, it is actually produced as a by-product of the trial 
balance statement, which is produced on the second working day 
of the month, even though invoices for entry in the previous 
month’s records are accepted up to noon of the first working day 
of the succeeding month. 

Another step in this operation was the determination that most 
customers whose accounts were not paid promptly usually, upon 
receipt of a collection letter, requested a copy of the unpaid invoice. 
To meet this condition the following plan was made effective. 
When any item in a customer’s account becomes past due, three 
copies of the unpaid invoice are produced on a special set of 
forms. The first copy contains a note reading, “This is a copy of 
invoice now past due. Please let us have your remittance.” If 
no reply is received within a limited time, a second copy is mailed 
bearing the note, “This is the third copy of invoice submitted to 
you for the above account for which payment has not been re- 
ceived.” if payment is not received within a limited time after the 
second copy is mailed, the third copy with complete list of all un- 
paid items is referred to the collection correspondent for special 
attention. This plan has reduced most of the collection work to a 
routine operation and has proven practicable. 

Another step in this operation was planning it so that the checks 
could be handled by a fewer number of clerks. Checks are taken 
out of the envelopes and immediately matched with the customer’s 
account, the items checked, and the checks retained in the ledger 
until the following morning. All checks received the previous day 
are posted each morning by the bookkeeping machine operators 
directly to the customer ledger account and, by the use of proof 
sheet, cash ledger and bank deposit slips, are obtained as a by- 
product of the posting to the ledger of customers’ accounts. 
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While this explanation is brief, it indicates the class of opera- 
tions which was referred to as one where centralization reduced 
the handling of documents, and, in this case, not only made sub- 
stantial saving in operating expense but has resulted in definitely 
better collection results. I consider the combination form of 
monthly age analysis and trial balance highly effective and de- 
sirable. 

As an example of changes resulting in decentralization I will 
refer briefly to two or three operations. 

The first is relative to compilation of sales statistics. The detail 
information shown on sales statistical records is of most value to 
the field sales offices, at which point all customers’ orders are 
received. The superseded procedure required each district office 
upon receipt of customer’s order to interpret and type the order 
on standard forms—general order forms. Under that plan all 
sales statistics were prepared at headquarters through the use of 
mechanical equipment, and it was necessary to send a copy of 
each of these general orders to the headquarters office. A study 
indicated that considerable savings could be accomplished by keep- 
ing such detail records as necessary in the office where the order 
was originally handled and sending to headquarters only summary 
information for consolidation with similar reports received from 
all of the other sales offices. This resulted in a definite saving in 
expense at headquarters without materially increasing the expense 
in the field locations. It eliminated the necessity of preparing 
many thousands of general orders per month, and resulted in hav- 
ing the sales statistical information available at a much earlier 
date. The elimination of the need of a document at headquarters 
for preparing sales statistics prompted the use of the original cus- 
tomer’s orders for all shipments, from field warehouses or service 
shops, without any rewriting of the document to clear shipping and 
internal records up to the point of actually issuing the invoice. 
This is given as an example of decentralization which eliminated 
the creating and duplicate handling of many thousands of docu- 
ments each month and, as stated before, effected a substantial 
savings in expense. 

A second example has to do with the methods of obtaining dis- 
tribution of sales and cost of sales. These records in the super- 
seded procedure were prepared in a central unit at headquarters, 
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necessitating again sending to headquarters a copy of each invoice 
issued in any office, plant or district office, and, further, the costing 
of each item on these documents. An investigation showed that a 
substantial savings might be obtained by preparing the detail dis- 
tribution records from the records kept at the point issuing the 
invoices. This modified procedure, which affects all invoicing 
points, both field offices and manufacturing plants, resulted not 
only in a saving in the operating expense but also final summar- 
ized results are available much earlier than under the previous 
plan. 

Another example has to do with the compilation and issuance 
of budget expense statements. In general, the details of expense 
items on budget statements are of prime interest to the local units 
being budgeted and only summaries prepared from the various unit 
budget statements are of use to central headquarters. Included in 
most of the unit budget statements are items which originate at 
other units or from entries from the general ledgers kept at head- 
quarters. Under the new plan the necessary accounting documents 
are transmitted from headquarters and other points to permit the 
local unit to prepare its own statement, rather than to require the 
local unit to send their detail documents to one central point for 
preparing the many budget statements required. In carrying out 
this operation each unit must maintain sufficient distribution and 
ledger records to support the various summary figures used by 
headquarters. By sending copies of the local budget statements 
to one central unit as headquarters, the necessary information is 
available to prepare summary budgets without having had to deal 
with the detail documents except at the source of preparation of 
the unit budget—the point from which most of the detail docu- 
ments originate. 

There is one more very important point in this problem of limit- 
ing the handling of detail documents. Studies have developed 
many places in which the requirements of other departments can 
be taken care of by proper planning of the methods of obtaining 
the necessary accounting department records. As an example, 
I referred to our sales statistical records in which the preparation 
and handling of thousands ot general orders by the sales depart- 
ment were eliminated. In the plan for obtaining distribution of 
sales and cost of sales the ledger record and control information 
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not only provides the necessary accounting department informa- 
tion, but also replaces detail records formerly required by the de- 
partment responsible for the control and maintenance of completed 
apparatus and parts stocks. 

These examples are given not as an argument for or against 
centralization or decentralization, but rather as examples of how 
operations may be simplified, thus reducing accounting expense and 
getting information earlier through eliminating the handling of 
detail documents by substituting therefor summaries prepared at 
the point of issue. 


Scheduling Detail Accounting Operations 


One of the major lessons learned from the many studies of 
methods and records is that clerical operations can be scheduled 
in detail. I do not mean the ordinary schedules which provide for 
closing pay rolls, closing monthly records, and issuing financial 
statements, etc.; but, instead, the detail clerical operations which 
must be performed to produce pay rolls, finished records or re- 
ports. Earlier in this paper, I described accounts receivable and 
collection methods. During the period of change from the super- 
seded plan to the present one there were many times when the 
results were not obtained without what appeared to be an unneces- 
sary amount of checking or balancing work; nor were the final 
results obtained as promptly as plans indicated they could and 
should be obtained. The answer was simple—a time schedule for 
each operation. There are 25 ledgers, each with several hundred 
accounts. On the first day of each month, a schedule is issued 
for that month showing the days on which each ledger will be 
posted and the time during that day the various necessary opera- 
tions will be performed. Assume ledger No. 3 is for the eastern 
district and that the schedule shows it will be posted on April 2, 5, 
8, 10, 12, and so on. The schedule will further show that on April 
2 it will be posted between 9:25 A.M. and 10:10 A.M.; on April 
5 between 2:15 and 3:00 P.M., etc. During this 45-minute period 
the ledger must be stuffed and all items received since the last 
posting time must be posted and balanced. In order to do this, 
all documents to be posted in this ledger must be sorted, pre-listed 
and ready to use at, as in the first example, 9:25 A.M.—not 9:35 
nor 9:50. To insure this, those clerks preparing and posting the 
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documents must have a schedule showing just what documents 
received shall be included—that may mean all documents received 
up to 4:30 P.M. the previous day. A strict following of these 
time limits is insisted upon—documents received at 4:40 would not 
be included. The results of this schedule were almost unbelievable. 
For instance, before introducing the schedule it required from 
8:50 A.M. until 11:00 A.M. each day to post customers’ checks, 
prepare cash book records and bank deposit slips. The schedule 
now requires the complete posting and finished records by 9:20 
A.M. each day. 

The development of such a schedule requires patience and per- 
severance. The ultimate schedule is established only after many 
tests of the various operations and usually actual time studies, 
similar to those made in factories, by expert rate men. There is 
a need to recognize the fact that volume will vary from day to day 
and that the ability of different clerks will vary somewhat. All 
of these factors influence the ultimate schedule and the only satis- 
factory way is to keep continually studying the operations until 
a satisfactory schedule has been developed. 

In setting the time allowance for a series of operations, a cer- 
tain safety factor is allowed. For example, in the case of the stuf- 
fing, posting and balancing of the accounts receivable ledger where 
there is a 45-minute limit, a five-minute safety factor is provided 
in view of the varying volume and difference in ability of clerks 
who may be doing the work. The final results are so much more 
economical and satisfactory that even with this probable lost time 
we are appreciably better off than under the previous method of as- 
signing clerical work. 

Another specific example of scheduling is the plan of distributing 
sales and cost of sales. Under the usual plan of assigning clerical 
work it took two clerks full time to produce the posting media, 
sort, post and balance the record, and at that they were unable to 
keep the work up to date. A schedule was developed which estab- 
lished a definite starting time and allowed time for each operation. 
Result—the whole job is being done with a small fraction over one 
clerk’s time and yesterday’s transactions are posted and balanced by 
II :30 today. 

Obviously, planning and operating a schedule on these activities 
permits, in fact demands, that other work in the same office be 


173 


| 
5) 
i 
4 
| 
. i| 
| 
| 
= 
{ 


N. A. C. A. Bulletin October 15, 1935 


scheduled ; and, of course, when all the work in any one office is 
completely scheduled, the final reports, monthly closing and finan- 
cial statements can be more intelligently scheduled. 

One value of the schedule is the immediate bringing of any fail- 
ures to the supervisor’s attention, thereby insuring corrective ac- 
tion before anything really serious occurs. 

I realize that in discussing these procedures there are many 
details which have not been referred to or explained; and that I 
have perhaps referred to the same records several different times, 
which might lead to the conclusion that these are the only kinds 
of records which lend themselves to the kind of study and plan- 
ning which I have discussed. This, however, is not the case, as 
a similar approach is being made to all phases of clerical operations. 
Use is being made of different agencies to aid in the development 
of these fundamentals. One group devotes most of its time to 
studying all the different kinds of office appliances in an effort to 
determine which particular kind best fits a particular operation, 
and to take advantage of all improvements developed by various 
equipment manufacturers. Another group is continuously study- 
ing the application of incentives for office work; another has the 
primary responsibility of coordinating various departmental op- 
erations toward standardization and uniformity. All of these 
groups aid and assist in the final development of any clerical 
system. These principles are not limited in their application to the 
accounting department operations. There is an increasing interest 
on the part of the supervisors of other departments, a definite and 
satisfactory moving forward toward better records, more eco- 
nomical operations and the acceptance on the part of the clerical 
employees that an honest attempt is being made to fairly measure 
and evaluate a day’s work in any given clerical job. There is a 
growing list of operations which can be improved and the problem 
seems to be not one of being concerned about whether or not this 
kind of work pays for itself, but rather one of determining which 
particular phase of the operations should be next on the schedule 


for study. 
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PLANT EQUIPMENT FORMS 


By M. B. Walsh, Director in Charge, Standardization, 
Partner, Walsh & Co., Detroit, Mich. 


| | Seniesa of the increasing importance of plant equipment 

forms, the Director in Charge of Standardization requested the 
secretaries of the different chapters to ask their members to send 
in samples of the plant equipment forms in actual use. The pur- 
pose of this investigation was to determine what companies are 
doing throughout the country to meet the more stringent require- 
ments of treasury regulations with reference to the deduction of 
depreciation for income tax purposes. 

In answer to letters circulated, 40 plant forms were received 
from various companies. These forms are now on file in the Re- 
search and Service Department at National Headquarters, 385 
Madison Ave., New York, N. Y., and are available for inspection 
by members of the Association. 

A survey of the forms indicated that they differ widely in con- 
tent and in scope. Below is a tabulation indicating what the forms 
do to meet the requirements of income tax regulations : 


Questions Yes No 
3. Is cost or March 1, 1913, value shown? .........c.ecececes 40 0 
4. Does form show assets fully depreciated in use at end of year? 37 3 
5. Does form show depreciation allowed or allowable in prior 

6. Is remaining cost or other basis to be recovered shown? .... 25 15 
7. Is life used in accumulating depreciation shown? ............ 33 7 
8. Does form show estimated remaining life from beginning of 

9. Does form show depreciation allowable this year? ......... 16 24 


Manifestly, many of the forms in current use have not been 
revised to comply with the new treasury regulations, and it is 
possible that considerable difficulty will be encountered by 
many companies in substantiating deductions for depreciation. 

The Committee on Standardization feels that the sample 
forms which are reproduced in this Bulletin will be helpful in 
assisting members of the Association to revise their plant equip- 
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ment forms in order to have available all necessary information to 
meet government requirements. 

The Committee on Standardization thought it might be possible 
to devise a standard form for use of the members, but the forms 
received indicate that practically all companies use different 
methods of keeping records of plant equipment. Some companies 
use loose-leaf ledgers, others use card systems, and others use tabu- 
lation cards and equipment, and the like. The Committee on 
Standardization does recommend that where a detailed record is 
not maintained for the various items of plant equipment, such a 
record should be developed as quickly as possible. In the develop- 
ment of this record, it is felt that considerable attention should be 
given to the form that the plant equipment records will take. The 
Committee suggests that this is an opportune time for the members 
of the Association to consider revision of plant equipment forms, 
and it is hoped that thie brief report will be helpful in such revision. 
A few sample forms follow. 
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